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According to the official statistics agency (Instituto Nacional de Estadistica e Informatica, INEI),
Peru registered unprecedented economic growth of nearly 13% in the first half of 1994. In addition,
monthly inflation continues at record- low levels, encouraging optimistic official predictions that
the government will well surpass the economic goals promised to the International Monetary Fund
(IMF) and other lending institutions for 1994.
Notwithstanding the economic gains, however, business associations continue to criticize the
government's failure to draw up a plan for sustainable growth in the long term. On Aug. 2, INEI
reported that the GDP expanded by 12.5% in the first six months of 1994, earning Peru new-found
status as the most dynamic economy this year in the western hemisphere. In June, INEI had already
reported a robust 10.9% growth rate in the first five months of 1994, but a huge spurt of activity
in June in the agricultural, fishing, and construction sectors pushed the GDP up by nearly two
percentage points. Agricultural output in June jumped 35.7% compared with May, according to
INEI.
As a result, farm production grew by an accumulated 20.5% in the first half of the year, compared
with the same time period in 1993. In contrast, in the first quarter of 1994, the government had
only reported a 7% expansion in agricultural production, compared with the same period in
1993. According to the Ministry of Agriculture, a sharp increase in planting combined with
particularly good weather accounts for the increase in output, allowing especially robust basic
grain harvests. In the fishing industry, INEI reported that in June, the amount of fish caught
jumped by 30.7% compared with May. During the first five months of the year, the government had
already reported that fish catches were one-third higher than the same period in 1993. As a result,
fishmeal production increased by a total of 42% in the first five months of the year, and industry
representatives now expect fishmeal exports for 1994 to surpass by at least 20% the 1993 total of
1.13 million metric tons. Peru is the world's third-largest fishing nation and the leader in fishmeal
exports.
In the construction sector, the government reported a huge 30.4% spurt in activity in June compared
with the previous month. The construction sector has grown steadily since last year, when the
government greatly increased spending on public works, with especially large investments
in infrastructure repair. Finally, income from mineral exports which account for almost half
of all export earnings increased noticeably since January. Although Peru benefitted from the
improvement in world market prices for copper and other metals, mining activity in general has
increased throughout the first semester. New gold deposits now coming on stream, for example,
are rapidly pushing up the overall value of mineral exports. Although no totals are yet available
for the first semester, in late June the government reported that income from mineral sales abroad
increased by 20.4% in the first four months of the year, compared with the same period in 1993.
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Encouraged by the huge jump in productive activity in June, President Alberto Fujimori now
optimistically predicts that growth for 1994 will "exceed by far" the government's original
projections of 4% to 5%, which were made at the beginning of the year. The government now
expects the GDP to expand by a minimum of 7% by year-end, which, if achieved, would well surpass
the Fujimori administration's commitments to the IMF this year. In its letter of intent to the IMF in
May, the government pledged to achieve between 5% and 6% GDP growth in 1994, and to lower
annual inflation to 20%. Given the impressive economic recovery, on July 23 the IMF directorate
in Washington formally approved the government's letter of intent, which until now it had only
accepted in principle. "The IMF approval constitutes an endorsement of our economic program and
the results obtained so far, especially in the struggle to control inflation, balance the budget, and
reform the state apparatus," said President Fujimori.
In addition to the rise in GDP, the government's success in controlling inflation also greatly
influenced the IMF. INEI reports that inflation so far this year is running at record-low levels,
making it likely that the government will manage to lower annual inflation to below the 20% ceiling
promised to the IMF. In May, the consumer price index (CPI) increased by just 0.7%, a substantial
drop compared with the 1.5% monthly inflation reported in April, and the lowest inflation rate for
a single month in 18 years. In June, monthly inflation increased slightly again to 1.14%, but that still
represented the lowest monthly rate in years, with the exception of May. And in July, INEI says
the CPI tended downward again, dropping to 0.89%. INEI reports a 22% annual inflation rate for
the 12-month period ending in July, almost within the 20% target promised to the IMF. Moreover,
accumulated inflation for the first seven months of the year is only 10.73%, and INEI now estimates
that if inflation remains below 1.2% per month for the rest of the year as expected, annual inflation
by year-end will drop to below 18%.
"Given our achievements this year, Peru is now among the Latin American countries with the
lowest inflation rates," said INEI head Felix Murillo. "There is good reason to be satisfied, not just
because we are meeting our anti-inflation goals, but because the economic stabilization program is
clearly setting the country on a path of economic recovery." Still, notwithstanding the government's
achievements, business organizations continue to criticize the Fujimori administration for neglecting
to plan for sustainable growth in the long term, particularly in the industrial and agricultural sectors.
On the one hand, export associations say the government's anti-inflation policies clearly slight the
export sector, since the government's refusal to devalue local currency has encouraged imports
while stunting export growth. As a result, Peru registered a trade deficit of US$530 million in 1993,
compared with a trade surplus of US$340 million in 1990. Exporters demand that the government
immediately devalue the sol by up to 50%, and establish a system whereby changes in the exchange
rate would be pegged to inflation.
Exporters also demand a series of tax breaks to stimulate growth, such as a special system of tax
rebates to encourage exports. On the other hand, industrial associations say the heavy tax burden
imposed on industries has limited that sector's competitiveness with foreign businesses, forcing
most factories to either scale back their activities or shut their doors altogether. According to the
National Association of Industries (Sociedad Nacional de Industrias, SNI), the industrial sector has
laid off at least 200,000 workers since 1990 because of its inability to compete with foreign investors.
The SNI which is supported by the business umbrella organization CONFIEP (Confederacion
Nacional de Instituciones Empresariales) requests that the government overhaul the entire tax
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system to reduce all taxes to just three categories: income tax, a general sales tax, and a valueadded tax. At present, the government collects eight different categories of taxes, which the SNI and
CONFIEP says represents an excessive burden on business.
"The government should immediately eliminate such outdated levies as its selective tax on oil
consumption and the 2% tax on assets," said SNI president Ricardo Marquez after a meeting with
Fujimori's economic cabinet in mid-July to review the industrialists' demands. "The only thing
those taxes are achieving is making national industry less competitive. If we want to compete with
the rest of the world, then we have to follow the example of other exporting countries, such as the
Asian nations, which have aggressively promoted the export sector. If not, we will not even be able
to compete on the domestic market, much less on the world market."

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 3 of 3

